
Proposition 1C  
 
In-Progress Accountability  
 
The Governor’s Executive Order requires that each department document what 
ongoing actions it will take to ensure that the infrastructure projects or other 
permissible activities funded from bond proceeds are staying within the scope 
and cost that were identified when the decision was made to fund the project or 
activity; that each department shall make semi-annual reports to the Department 
of Finance of these actions to ensure that the projects and activities funded from 
bond proceeds are being executed in a timely fashion and achieving their 
intended purposes.  
 
HCD 
 

• As indicated above, HCD already makes such reports, both to the 
Department of Finance and the Legislature, and posts these reports on its 
websites, making them publicly available. This information will be linked to 
the other bond expenditure information available through the Business, 
Transportation, and Housing Agency and Department of Finance websites 
regarding the Administration’s Strategic Growth Plan and Bond 
Accountability.  

 
• As indicated above, the HCD award process results in an award of 

specified funds to a project applicant (a private non profit or for profit 
housing developer, other community based organization, or local 
government entity) to develop housing or infrastructure as set forth in the 
application for funds and final contract and regulatory agreement with 
HCD. Each award is assigned to a loan and grant employee for oversight 
throughout the process.  

 
• It is important to note that HCD will not own the funded housing or 

infrastructure projects and that State funds typically represent a portion of 
the amount required to complete a project. Total funding most often also 
includes monies provided by non State sources including private lenders, 
private donations and local governments, among others. Should 
construction costs increase during the development period, the borrower 
generally seeks additional funds from other sources. The State’s share of 
costs is limited by the award amount. Completion timeframes are similarly 
included in the contracts. Should construction be delayed, HCD may 
extend timelines (rules vary by program). However, if the awardee is 
ultimately unable to make the project work within reasonable timeframes, 
funds are disencumbered and made available to other applicants in a 
subsequent NOFA or RFP.  

 



• HCD does not disburse funds until the criteria/terms set forth in the 
contract and other regulatory documents are met, as determined by the 
loan and grant staff assigned to the award. For example, in HCD’s 
Multifamily Housing Program, payment would not occur until a final loan 
closing was completed, a construction cost audit has been submitted and 
all loan documents and other required documents are in reviewed and 
approved. Specific requirements vary by program.  

 
• To provide separation of duties in the disbursement process, a certification 

that criteria have been met is signed by the responsible loan and grant 
employee and presented to the organizationally separate Financial 
Management Office where the staff reviews the contract, funds available 
and certification before authorizing disbursements.  

 
• As described below, HCD has established a long term asset management 

program which is responsible for monitoring loans and grants during the 
period covered by the contracts and regulatory agreements applicable to 
each. For many programs, this is the period during which the applicant 
has agreed to make the housing available and affordable to targeted 
populations such as lower income households, farm workers, homeless or 
disabled, among others. This regulatory period can extend 55 years or 
longer.  

 
CalHFA 
 

• Stage 1 – Program Bulletin – Announces the transition of the CHDAP 
Program funding from Prop 46 to 1C and states that all procedures 
and eligibility requirements currently in place remain unchanged.  
Program availability is open on a statewide, first-come, first-serve 
basis to all eligible homebuyers.  Anticipated announcement date:  
August 2007. 

 
• Stage 2 – Loan Registration and eligibility approval – Approved 

Lenders will reserve CHDAP loans individually with the Agency 
directly into the Agency’s Loan Reservation System.  Loan level 
details is individually reviewed for eligibility and commitments 
issued, as each loan application is approved.  Funding availability is 
monitored continuously by the program system.  The Agency’s 
Quality Assurance Unit randomly selects loans files for audit of 
eligibility. 

 
• Stage 3 – Loan Purchase/Disbursement – Lenders will close and 

fund CHDAP loans out of their own funds.  Closed loan documents 
are then submitted to the Agency for review.  Upon completion of the 
review and approval of the CHDAP loan documents to ensure they 



meet eligibility criteria, the loan funds are disbursed, reimbursing the 
lender. 

 
• Stage 4 – Loan Servicing and Reporting – Each loan is service-

released to the Agency.  The Agency will service the loan throughout 
the life of the loan, accepting and processing prepayments, 
monitoring delinquency performance, handling payoffs, and/or 
foreclosures as applicable.  Reporting is done monthly, providing 
information on committed and funded loans. 


